This paper uses a large cross-country firm-level database containing around 5,000 firms in 9 developing and emerging economies to assess the relevance of financial factors in affecting both firms' export decision and the amount of export by firm. Our results stress an important impact of firms' financial health on their entry decision into the export market. However, a better financial health does not increase the probability of remaining an exporter once the firm has entered. It only improves the amount of export by firm after the entry. We also find that both sectoral financial dependence and country's financial development magnify the impact of firms' financial health on the extensive margin of trade. Finally, our results support the existence of negative balance-sheets effect in the aftermath of a currency depreciation when firms are indebted in foreign currency. This last result documents a finance-based empirical micro foundation to the exchange rate disconnect puzzle. JEL classification: D24, F14, F10, D92
I Introduction
Recent literature has emphasized the negative impact of financial constraints on trade flows and firms' export decisions. This impact is usually presented as being closely linked to the existence of sunk costs of exports. Theoretical and empirical evidence of the significant role of such costs have been presented by a large strand of the international trade literature. New exporters may face significant start-up cost to gather information on foreign markets, establish a distribution system, or more generally to adapt their product to foreign tastes and environment. The existence of these costs contributes to explain why all firms do not engage in international trade, why exporters are more productive than domestic producers, and why an important share of variations in total exports comes from the adjustment of the extensive margin of trade -i.e. of the number of exporters 1 . In that context, financial constraints are supposed to have a significant role as they may prevent firms from entering the export market, thus lowering the total level of exports.
The influence of finance on international trade has been therefore investigated either at the firm or at the country level. At the firm-level, Greenaway et al. (2007) have studied the impact of firms' financial health on their exporting probability using a panel of UK manufacturing firms, and found that exporters significantly display a better financial health than non-exporters. This result seems however to be mainly driven by the fact that financial health is improved by the participation to exporting activities. At the time of entry, exporters do not seem to be financially healthier than domestic producers. At the aggregate level, Berthou (2006) and Manova (2006) have presented evidence suggesting that credit constraints (proxied by the lack of countries' financial development) may affect international trade through their impact on both the extensive and the intensive margin (i.e. the volume of exports by firm).
As it stands, there are however several important gaps in that literature. First, firm-level studies only investigate the impact of financial health on the extensive margin, and not on the intensive one. Second, the country-level research does not document the micro behavior underlying the positive influence of financial development on international trade.
Using a large cross-country, firm-level database containing 5,000 firms in 9 developing and emerging countries 2 , our paper aims at filling these gaps. More precisely, by considering jointly the firm and the country levels, this paper provides a bridge between these two strands of the literature. First, we explore the role of financial health in affecting international trade at the firm level, and departs from previous literature by considering both margins of trade, and the possibility of a reverse causality bias.
Our results stress an important role of firms' financial health in affecting their entry decision into the export market. However, in the line of Greenaway et al. (2007) , we find that a better financial health do not increase the probability of remaining an exporter once the firm has entered. This is in line with the existence of sunk costs which have to be paid to access the export market. Our results suggest that once the firms have became exporters, the potential fixed cost that they have to pay at each subsequent period are dramatically lower. Financial health only improves the intensive margin after the entry.
The significance of this result is dampened by the consideration of endogeneity, both suggesting that the lack of finance prevents firms from exporting more and that the exporter status improves firms' financial health. These results are robust to the use of instrumental variable specifications, and to the consideration of several additional controls, including capital intensity or innovation.
Second, the investigation of the role of sector and country-specific elements in affecting the relationship between finance and trade is another important contribution of our paper. Interacting our firm-level financial health indicators with sectoral financial dependence and country's financial development, we find that these two elements magnify the impact of the former on the extensive margin of trade, in particular at the time of entry. In countries characterized by a very low level of financial development, the export probability is almost unaffected by firms' financial health. This may be due to the fact that firms in poorly financially developed countries may face important credit constraints that may not be correlated with the firms' financial health. Financial development may then improve the efficiency of financial systems, leading at the same time to a more important consideration of firms' financial status by lenders. Those results suggest that financial development exerts a positive effect on total trade through its impact on firms' selection into the export market, and not by allowing more firms to export. In more financially developed countries, only the financially healthier firms export, and in larger quantities.
If finance is likely to affect the level of export at a given moment of time through its effect on the margins of trade, it is also likely to influence trade dynamics, in particular by modifying the reaction of trade to exchange rate movements. Chaney (2005) shows recently within a monopolistic competition model of international trade a la Melitz (2003) that an exchange rate appreciation, by relaxing the liquidity constraint (i.e. by increasing the amount of firms' collateral denominated in home currency), may allow some firms to enter the export market, thus dampening the loss of competitiveness due to the exchange rate appreciation. Empirically, Berman (2007) finds that currency crises have a negative and persistent impact on exports, and presents evidence suggesting that this persistence is mainly due to the balance-sheets effect arising from the combination of fixed costs of exports and financial market imperfections.
Following these works, the third contribution of our paper focuses on the role of debt denomination on the firms' reaction to exchange rate movements on the export market. Interacting the share of foreign currency denominated debt with exchange rate variations, we find that the probability of exiting the export market after an exchange rate depreciation is larger when the share of foreign currency debt is high. Balance-sheet effects do not influence the intensive margin, which varies positively with exchange rate, consistently with traditional theory. These last results provide evidence of a financebased empirical micro foundation to the exchange rate disconnect puzzle, and to the fact that total trade mainly varies because of adjustments of the extensive margin. Our empirical methodology is described in the next section. Section III reviews the data, while section IV presents the results. Sections V concludes.
II Empirical Methodology 1 Firms' financial health and the margins of trade
The first part of our work aims at studying the impact of firms' financial health in affecting both margins of trade, i.e. the firms' export decision and export volume. Based on previous international trade literature, we control for firms' "physical characteristics" through the inclusion of a vector (U it ), which includes the firm's size (measured by the logarithm of assets), productivity (as the ratio of sales over the number of workers) 3 and nationality (binary variable, which takes the value of one if the company is foreign 4 , 0 otherwise). The second vector (F in it ) should allow assessing the influence of financial factors, through the inclusion of two indicators. First, the ratio of total debt over total assets can be interpreted as both a measure of the firm's lack of collateral and of the firm's current demand for borrowing relative to its capacity to borrow. Second, the ratio of cash flow over total assets gives an indication on the volume of funds that can be mobilized on a very short-term basis by the firm.
3 The time dimension of our data prevents us to compute proper total factor productivity. However, as a robustness check, we have included the labor to capital ratio in our estimations. The results are unchanged. 4 We define a firm as foreign when foreign participation in its capital is at least 49 percent; it is otherwise defined as domestic. This threshold is commonly used in firm-level data literature (see among others Harrison and McMillan (2003) ). It should also be noted that in our sample, firms are mostly either completely owned by domestic or foreign private sector, so that the choice of the threshold does not influence our results.
Extensive margin
Because the export decision is a discrete variable by definition equal to 0 or 1, the probit model with a discrete binary endogenous variable is appropriate. Hence, the probability of exporting is:
Where the probability of exporting is a function of the observable variables previously detailed. The coefficients are estimated by maximum likelihood procedures. The result on the whole sample give the impact of financial health on the export probability. We further estimate this specification on two different subsamples, respectively characterized by the conditions X i,t−1 > 0 and X i,t−1 = 0. The results on the first subsample give the role of our regressors on the probability of remaining an exporter (which is the opposite of the probability of exiting the export market), while the second subsample gives their impact on the firms' entry decision into the export market.
Intensive margin
The impact of financial factors on the intensive margin of trade is estimated by replacing the dependent variable by the value of export. The relationship is estimated with a standard linear equation which can be written as follows:
We consider here the impact of financial elements on the intensive margin of trade, thus only estimating the above equation on exporting firms (i.e. if X it > 0).
Both models are estimated with a full set of country and industry fixed effects to account for unobservable characteristics at the country and industry level (η ck ). We also allow for year fixed effects (λ t ). Due to the limited degrees of freedom, we cannot account for firm-fixed effects 5 . However, we did a systematic robustness check of all our estimates by performing random effects estimations at the 5 As exposed in more details in the data section, our database contains on average three years by firms.
4 firm level 6 . This delivered quantitatively and quantitatively very similar results.
According to recent international trade literature 7 , exporters are larger and more productive than domestic producers. We thus expect the signs on log of assets and productivity on both the extensive and the intensive margins to be positive. We also expect the foreign ownership to exert a positive impact on both margins since such firms have an easier access to foreign markets. Regarding financial variables, when they are significant, we expect the sign on the ratio of total debt over total assets to be negative (the more a firm is indebted, the less it is likely to be able to face the fixed cost of entering the exporting market or the marginal cost of producing more to export more), and the one on the ratio of cash flow over total assets to be positive (the rationale is symmetric to the previous one: the more short-term liquidity the firm has, the more likely it will be to be able to enter the export market of to export more).
Econometric issues
In order to check for potential multicollinearity between regressors, we compute the Variance Inflation Factor (VIF) for each regressor. VIF shows how the variance of an estimator is inflated by the presence of multicollinearity. The larger the value of VIF, the more collinear the variable. A common rule of thumb is to consider a VIF exceeding 10 as an indication of high collinearity of the considered variable (cf. Gujarati (2004) Eaton et al. (2004) . 8 The 2SLS estimation is a special case of the Generalized Method of Moments (GMM) approach (Verbeek (2004) ). Contrary to studies that account for specific effects at the dependent variable level and include the lagged dependent variable in the exogenous set, our estimations do not suffer from any systematic bias, which is traditionally solved by taking a (GMM) estimation.
instruments and the error terms cannot be rejected, and thus that our choice of instruments is appropriate. In all cases, the overidentifying restrictions cannot be rejected, even at very high confidence levels. The next step is to test for the endogeneity of the right-hand side variables. For equation (1) Regarding the significance of our estimates, the structure of our data confronts us with the problem of clustering of errors. It is to be expected that observable and unobservable characteristics of the firms within the same industry and country are correlated (cf. Moulton (1986) , Moulton (1990) ).
In this paper, in addition to the standard White correction for heteroskedasticity, we correct for clustering using the Rogers' correction (Rogers (1993) ). We therefore correct for the correlation of errors between firms within a specific industry and country. Finally, in order to ensure that our standard errors are free from any bias due to autocorrelation, we also rerun each regression using the Newey-West correction for autocorrelation and heteroskedasticity. It delivers almost identical results, all available upon request.
Robustness: technology and innovative behavior
In a second set of estimations, we control for different firm's characteristics, namely capital intensity and innovative behavior, which have been found as being correlated to the export decision by previous studies (see among for example Lachenmaier and Woessmann (2006) , Roper and Love (2002) ). We thus include three variables aiming at capturing these elements: the firm's capital intensity (capital stock over total wages), the number of product introduced in the last three years (directly available in our database, see. infra), and the level of R&D investment. The last two variables are normalized by total assets. All variables are expected to be positively correlated with the export decision.
Finance and export: cross-sectoral and cross-country issues

Sectoral financial dependence
The above-mentioned financial elements may have a different impact on both margins of trade according to the sector in which the firm operates. More precisely, the impact of these variables should be exacerbated for firms producing in sectors more dependent upon external finance. We test this hypothesis by interacting each financial constraints proxy with the sectoral measure of external financial dependence of Rajan and Zingales (1998) (henceforth RZ). RZ define external financial dependence as the fraction of capital expenditures not financed with cash flow from operations. This measure is time-invariant, and computed for a sample of US firms. As argued by the authors themselves, external dependence of US industries can be considered as being an optimal one, given the high level of financial development in the US and the low probability of firms to be financially constrained. Consequently, we apply this measure of external dependence to all the countries included in our sample.
We expect the interaction term between the RZ measure of financial dependence and our financial proxies to have the same sign than the financial proxy, suggesting that financial dependence magnifies the impact of finance on exports. As emphasized by Ai and Norton (2003) , both the magnitude, the sign and the significance of interacted terms in non-linear models are not correctly computed by softwares. We then use their methodology to estimate the consistent interacted effect for the probit estimation. More precisely, the interaction effect is found by computing cross derivatives (or differences), not by just looking at the coefficient on the interaction term.
Financial development
In the same spirit, we interact our financial variables with the country's financial development. Following the literature on finance, growth and trade 10 , we use as a proxy for financial development the ratio of private credit to GDP.
10 See among others King and Levine (1993) , Aghion et al. (2005) , Beck (2002) .
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A deeper financial system may act in opposite ways on the relationship between firms' financial health and trade: it can either reduce credit constraints, thus dampening the impact of our financial proxies, or magnify their impact. The rationale for a magnification of the impact of financial health through financial development is that firms in poorly financially developed countries may face important credit constraints that may not be correlated with the firms' financial health. Financial development may then improve the efficiency of financial systems, leading at the same time to a more important consideration of firms' financial status by lenders.
Financial structure and exchange rate movements
Finally, we want to determine to which extent financial structure, and in particular debt denomination, affects the reaction of exports to exchange rate variations. As mentioned in the introduction, firms displaying a higher share of foreign currency denominated debt should be more prone to endure negative balance-sheets effect following a depreciation of their currency. Theoretically, those balancesheets effects can affect both the extensive and the intensive margins of trade. If foreign currency denominated debt is used to pay the fixed cost of export, a currency depreciation may force some firm to exit the foreign market, thus affecting negatively the extensive margin. On the other hand, if both marginal and fixed costs are financed through the foreign currency borrowing, both margins should be affected. The existence of balance-sheets effect may dampen the pro-competitive impact of the depreciation and modify the overall effect of exchange rate movements on exports.
For each margin of trade, we thus introduce in our basic specification the share of foreign currency denominated debt, the variation of exchange rate and an interaction term between these two variables.
We expect respectively the coefficients on the exchange rate to be positive (pro-competitive effect), and on the interaction term to be negative (balance-sheets effect). If foreign currency denominated debt is used to access the export market, i.e. to finance the fixed cost of entry, this foreign-exposed structure of firms' debt should lead to a negative impact of exchange rate depreciations on the extensive margin, while the intensive margin should only be affected by the pro-competitive effect.
III Data
We use a large firm-level database constructed from different Investment Climate Surveys made by the WorldBank. Those surveys aim at studying business environment in developing and emerging countries. As we are interested in studying both participation and entry / exit behavior into export market, we only have collected the data from surveys in which firm-level information were available for different years. We are left with nine countries 11 and around 5,000 firms, each of them being present in the database at least two years -with a maximum of four years for Chinese firms. Firms were chosen randomly and their composition is therefore representative of the population. The time period differs across the countries, but is always comprised between 2000 and 2005. For each firms, information is available for three consecutive years inside this period. Among others, the data includes information on sales, inputs, capital stock, innovation, exports, assets, debt denomination and ownership.
As the data is denominated in home currency, we have converted it into US dollars using yearly exchange rate from the International Financial Statistics. We have restricted our sample to firms which present strictly positive sales and assets, and positive or null debt and interest payments. Finally, to control for outliers, we excluded, for each country, observations in the 1% tails for each variable.
Financial health is proxied in two different ways. Our first financial variable is the ratio of firm total debt to total assets, which is supposed to be negatively related to firms' export decisions and trade flows. Our second measure is the ratio of the firms' cash flow to total assets, which is supposed to have a positive impact.
Descriptive statistics are given in Table 2 . Around 40% of the firms of our sample are exporters.
This share does not really differs across countries: except for India (80% of exporters), the share of exporting firms is comprised between 35 and 55% in each country. Consistent with previous literature, exporters are twice larger than non-exporters, display a much higher productivity and a higher ratio of foreign currency denominated debt over total debt. Although larger for the exporters sub-sample, the ratio of cash flow over total assets is not very different across the two sub-samples.
The data for financial external dependence comes from Rajan and Zingales (1998) . For the last set of estimations, we use both country exchange rate from the IMF and firm-level exchange rate. The latter is computed using information available on the WorldBank Enterprises Surveys concerning the five major exports' destinations for each firm. Using this information and bilateral exchange rate from the CEPII, we are able to compute firm-specific exchange rate variations for a part of our sample. As the information on destination is only available for a small part (around 20 percent) of our sample, and as both estimates deliver qualitatively similar results, we prefer to show only the results using 11 Bangladesh, China, India, Indonesia, Morocco, Philippines, South Africa, Thailand, Vietnam. 9 country-level exchange rate. Table 3 presents the results of the basic estimations, i.e. the impact of traditional determinant of firms' export participation: size, productivity, and nationality. The fist two columns contain the results on the export probability, while columns (c) and (d) only restrict the sample to the firms that were not exporters in the previous period, thus estimating the impact of our regressors on the entry probability.
IV Results 1 Finance and exports
The last two columns display the results on the intensive margin's side.
The estimated coefficients of the traditional determinants of export decisions have the expected signs.
Exporters are found to be larger and more productive than domestic producers. Interestingly, both size and productivity are found to have a lower impact on the entry probability (columns (c) and (d)) than on the export probability (columns (a) and (b)), suggesting that export participation affects positively those elements. Foreign-owned firms export more than domestic ones. Size, productivity and nationality affect positively the size of exports (columns (e) and (f)).
The impact of each financial proxy on the extensive margin of trade is respectively given in tables higher financial health than firms producing only for the domestic market (columns (e) and (f) of tables 4 and 5). On the other hand, the probability of remaining an exporter is overall unaffected by financial health (columns (c) and (d)). These results support the existence of sunk costs which have to be paid to access the export market. Once the firms became exporters, the potential fixed cost that they have to pay at each subsequent period are dramatically lower, thus making finance less relevant.
The results on the intensive margin are presented in table 6. Columns (a) to (d) present the results using the first financial proxy, while columns (e) to (h) use the second one. We report for each proxy the results for the whole sample and for the firms that already export in t − 1. Finally, for each estimation, we check the robustness of our results to endogeneity by running 2SLS estimations.
Overall, financial health increases significantly the amount of export by firm. However, taking into account endogeneity through the IV estimations tends to reduce the significance of estimated coefficients. This is especially true for columns d and h. This suggests that a part of the positive impact of financial health on the intensive margin comes from a reverse causality effect. In other words, the access to export market seems to improve by itself financial health, allowing in turn to increase the amount of export. 13 Put together, table 4 to 6 shed new light on the role of finance on international trade patterns. Our results first suggest that a better financial health exerts a positive role on the probability of becoming an exporter -or, in other words, that financially healthy firms have more ability to meet the fixed cost of export. One they are exporters, financial health do not seem to help firms to stay on the foreign market. But at the same time, a better financial health increases significantly the amount of export once the firm has entered. This suggest that finance acts on both margins, but at different moment of time.
Finally, in Table 7 we further check the robustness of our results by including additional controls, related to firms' innovating behavior (number of new products and R&D investment) and technology (capital intensity). We only present the results on the exporting probability; due to lack of data availability, we are left with very little observations when considering the intensive margin, on the sub-sample of exporters. We also only report the results based on the lagged value for assets, productivity and financial variables since the endogeneity tests (see Table 4 and 5 supra) strongly support the presence of reverse causality 14 . The previous results are qualitatively unchanged. Only the R&D 13 We cannot run the same estimations under the condition Xi,t−1 = 0 due to data constraints. 14 Since innovation variables are only available for one year, the question of endogeneity is not relevant for them.
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investment is found to be significantly and positively correlated with the exporting probability. Both the number of new products and capital intensity (defined as the ratio of capital stock over total number of employees) are found to be insignificant. The coefficients on the financial proxies remain qualitatively unchanged and highly significant.
2 Sector-and country-specific elements, finance and exports Table 8 presents the results on the impact of our financial constraints proxy on both margins of trade interacted with the sectoral external financial dependence measure of Rajan and Zingales (1998) . Since endogeneity tests systematically support the existence of reverse causality, we only report for clarity purposes the results of the lag specification for the probit estimation, and the 2SLS estimation for the intensive margin. Columns (a) to (d) present the results with our first financial proxy, while columns (e) to (f) uses the second one. For each financial proxy, we estimate the role of external financial dependence on the export probability (columns (a) and (e)), on the probability of remaining an exporter (columns (b) and (f)), and on the entry probability (columns (c) and (g)). On the intensive margin, we only report the results on the whole sample (columns (d) and (h)) since the sub-sample analysis yields to very similar results.
Sectoral Dependence upon External Finance
On the whole sample, the coefficients on these interaction terms are mostly insignificant, both on the extensive margin (columns (a) and (e)) and on the intensive margin (column (d) and (h)). Conversely, a higher sectoral financial dependence magnifies the impact of our financial proxies on the entry decision (columns c and g). It seems to be also the case, for already exporting firms (column f), for the cash flow indicator. The consistent interacted effect is computed using the methodology of Ai and Norton (2003) . The results are reported in figures 1 to 4, and strongly support the view of external dependence as affecting the relationship between financial health and exports more importantly at the time of entry. Finally, the interaction term is insignificant when we consider the intensive margin of trade (columns d and h).
Country's Financial Development
Another interesting question is whether the effect of financial elements in affecting the margins of trade depends on country-specific elements, in particular on the level of financial development of the country. In the same way we proceeded in table 8, we now include an interacted term between our financial proxies and the country's level of financial development, proxied by the ratio of total private credit to GDP.
The results are presented in Table 9 15 . Once again, neither the first financial proxy nor its interaction with financial development are significant when considering the intensive margin (column (d)).
On the other hand, the inclusion of these interacted terms modifies in an important way the impact of our financial proxies on the extensive margin (columns (a), (e), (f) and (g)). The financial proxy alone either becomes insignificant or is reversed, its interaction with financial development having the opposite sign. This suggests that a higher country's financial development magnifies the effect of firm-specific financial health on its export decision. For a very low level of financial development, our financial proxies have very little impact on the export decision. The consistent interacted effects presented in Figure 5 and 6 confirm these results. The magnification of the impact of financial health through financial development may come from the fact that firms in poorly financially developed countries may face important credit constraints uncorrelated with their financial health. By improving the efficiency of financial systems, financial development may lead at the same time to a more important consideration of firms' financial status by lenders.
Exchange rate movements, debt denomination and exports
As emphasized by recent theoretical works (Chaney (2005) ), finance may be an important element modifying the variation of trade after exchange rate movements because of the existence of balancesheet effects. In particular, if a large share of firms' debt is denominated in foreign currency, an exchange rate depreciation may increase this amount of debt and force some firms to exit the export market. This effect should be larger on exports than on domestic production because of the existence of extra fixed costs of entry, as mentioned before, that can increase the demand for external finance. If foreign currency denominated debt is used to finance the fixed cost of export, negative balance-sheet effects should affect the extensive margin of trade without affecting the intensive margin.
To assess the relevance of this point, we introduce in our specifications a variable equal to the variation of exchange rate between t-1 and t, the firms' share of foreign currency denominated debt and an interaction term between these two variables.
Our results are presented in table 10. We do not report the lag specification for the probit esti-15 Note that the foreign variable drops in column (b); this is due to the fact that, on this specific subsample, all exporters are foreign-owned.
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mations, neither the 2SLS estimates since they lead to very similar results, and since the tests always rejects endogeinety. Results are in line with the above-mentioned intuitions. First, the larger the share of foreign currency borrowing, the higher the probability and the amount of export (columns (a) to (d)). Alone, the exchange rate variation is found to have a positive impact on both the extensive and the intensive margins of trade, i.e. a depreciation is found to have the expected competitiveness effect (except for new exporters). The interaction term between exchange rate movements and foreign currency debt is negative and significant on the extensive margin, insignificant on the intensive margin. The interacted effect represented in figure 7 confirms this finding, since it is negative for almost all observations. This suggests that balance-sheets effect arise in the aftermath of an exchange rate depreciation because of foreign currency borrowing used to finance the fixed cost of entry. Exchange rate movements are thus likely to modify importantly the extensive margin of trade when this kind of financial features are observed.
This intuition is further confirmed by column b and figure 8, which plots the interacted effect between exchange rate variations and the share of foreign currency denominate debt based on an estimation in which the dependent variable is the probability of exiting the export market. An exchange rate depreciation is associated with a significantly higher probability of exiting the export market when the firms in more indebted in foreign currency (the interaction effect is positive for almost all observations).
V Conclusions
Using a large cross-country firm-level database on nine developing and emerging economies, we have studied the impact of financial factors on both intensive and extensive margins of trade. Our results stress an important role of firms' financial health in affecting their entry decision into the export market. However, a better financial health do not increase the probability of remaining an exporter once the firm has entered. Financial health only improves the intensive margin after the entry. The significance of this result is dampened by the consideration of endogeneity, both suggesting that the lack of finance prevents firms from exporting more and that the exporter status improves firms' financial health.
We also explore the role of sector and country-specific elements in affecting the relationship between finance and trade. We find that both financial dependence and country's financial development magnify the impact of firms' financial health on the extensive margin of trade, in particular at the time of entry. In countries characterized by a very low level of financial development, the export probability is 14 almost unaffected by firms' financial health. Firms in poorly financially developed countries may face important credit constraints that may not be correlated with the firms' financial health. Financial development may then improve the efficiency of financial systems, leading at the same time to a more important consideration of firms' financial status by lenders.
Finally, we provide evidence of the existence of negative balance-sheets effect in the aftermath of a currency depreciation: the probability of exiting the export market after an exchange rate depreciation is larger when the share of foreign currency debt is high. Balance-sheets effect do not influence the intensive margin, which varies positively with exchange rate, consistently with traditional theory.
This paper contributes to the recent literature which documents the significant role of fixed costs in affecting trade level and dynamics. The role of finance on trade is mainly concentrated at the time of entry. This is in line with the existence of sunk costs which have to be paid to access the export market. Our results suggest that once the firms have became exporters, the potential fixed cost that they have to pay at each subsequent period are dramatically lower. On the other hand, the exit decision do not seem to be affected by financial health, but rather by external factors, such as exchange rate or foreign demand. However, the structure, and in particular the denomination of firms' debt significantly increase the likelihood of balance-sheets effect which can force some firms to exit after an exchange rate devaluation. Variation in the extensive margin may thus be taken into account when considering the trade adjustment to exchange rate movements -and probably to other macroeconomic variables. Rogers (1993) correction for firm-level cluster correlation. Rogers (1993) correction for firm-level cluster correlation. 
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